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The Enerqy Policy and Ccnservaticn Act, enacted in

1975, required the President to develofp and isplexent a 10-year
plan for enerqy conservation in huildirgs cwned or leased by the
Federal Government. The Departsent of Energy (DCE) has the
responsibility, originally delegatea tc the Federal Enexrgy
Admninistration, for ccordinating develcpment of the plar. As of
June 1978, DOE still had no document which can be called "the
10-year plan." Although the original draft plan prepared in June
1977 would have sutstantially met requireme.ts of the act, it

as been aiscarded, and DOE is now trying to place much cf the
development burden on other executive agencies. This approach
will probably result in a plan that will not be as comprehensive
as the original draft plan, Also, DCE is delaying issuance of
quidelines pending passage of the pccpcsed Maticnal Energy Act.
Enerqy used in the 399,000 buildings cowned and operated hy the
Federai covernment amounts to about 39% of the energy used by
the lederal Government. The Secretary c¢f Eneray shculi focus
DOC's efforts to develop a 10-year plan alcng the original
lines, reevaluate vhe response to reccspencaticns cortained in a
previous report and incorporate items reccmmended into the plan,
aad eva'u.ve the existing Federai Energy Management Prcgras
structure ir terms of its responsibilities and funding level.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20348

ENERGY AND 4INERALS
DIVISION

B-178205 July 20, 1978

The Honorable
The Secretary of Energy

Dear Mr. Secretary:

We have received the comments the Department of Energy
(DOE) provided to the "—use Committez on Government Operations
and the Senate Commit’ ': on Governmental Arl=irs on our reportc
“Evaluation of the Flan to Conserve Energy in Federal Buildings
Through Retrofit Programs" (EMD-78-2, Dec. 22, 1977). 3Based on
our evaluation of the comments and discussions with your staff,
we have cuncluded that the comments are gererally pot responsi-—e
to the matters discussed in the report.

We are particularly concerned that the development of the
l0-vear plan for energy conservatior in Federal buildings, as
required by the Energy Policy and Conservation Act (EPCA), is
not being aygressively pursued. 1In this respect, DOE has Jis-
carded the original draft plan and is now trying to develop
limited guidelines for carrying out a program of energy conser-
vation in Federal buildings. In our opinior, this new approach
will not be as comprehensive as the original draft plan and
will not adegquately fulfill the requirements of EPCA. 1In
addition, there appears to be a lack of DOE leadership and
support of the Federal Energy Management Program. These
specific items are discussed in more detail in the following
sections of this report. Our evaluation of DOE's comments on
each recommendation set fcrth in our previous report is included
as Enclosure 1I.

A COMPREHENSIVE 10-YEAR -
PLAN IS NOT BEING DEVELOPED

The Energy Policy and Conservation Act (P.L. 94-163),
enacted on December 22, 1975, required the President tc develop
and implement a l0-year plan for energy conservation in buildings
owned or leased by the Federal Government. Section 381 (a) (2)
of the Act provides that

"The President shall develop and, to the extent
of his authority under other law, implement a
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l0-year plan for energy conservation with respect
to buildings owned or leased by an agencv of the
United States. Such plan shall include mandatory
iighting efficiency standards, mandatory tchermal
efficiency standards and insulation requirements,
restrictions on hours of operation, thermostat
controls and other conditions of operation, and
plans for replacing or retrofitting to meet such
standavrds."

To implement this mandate, Executive Order 11912 was
issued on April 13, 1976. This order delegated the respon-
sivility for coordinating the development of the 1l0-year plan
to the Administrator of the Federal Energy Administration
(FEA). 1/

Executive Order 12003, amending Executive Order 11912,
was issued on July 20, 1977. Section 1 of the earlier
Executive Order was superseded and the responsibilities of
the Administrator of FEA were redefined in a new section 10.
Section 10 (a) (1) of Executive Order 11912, as amended,

states:s

"The Administrator of the Federal Energy Adminis-
tration, hereinafter referred to as the Administrator,
shall develop, with the concurrence of the Director
of the Office of Management and Budget, and in con-
sultation with the Secretary of Defense, the Secretary
of Housing and Urban Development, the Administrator
of Veterans' Affairs, the Administrator of the Energy
Research and Development Administration, the Admin-
istrator of General Services, and the heads of such
other Executive agencies as he deems appropriate,

the ten-year plan for energy conservation with
respect to Government buildings, as providegd by
section 381 (a) (2) of the Energy Policy and Conser-
vetion Act * * *," (Underscoring added.)

The amended order also requires DOE to issue guidelines to
Federal agencies for preparation of individual agercy energy
conservation plans.

Each of these legislative and executive actions cleariy
imply strong management and policy direction with respect to
energy conservaticn in Federal buildings and facilities. Both

1/FEA programs and functions were transferred to the
Department of Energy effective October 1, 1977.
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the statute and the executive orders implementing the statute
contemplate a single l0-year plan that must include certain
specific mandatory standards governing energy cfficiency in
Federal buildings.

Development of this plan was well underway in June 1977
when a consultant provided DOE with a draft 10-year plan.
The plan addressed new and existing buildings, leased space,
building operations, and development of standards for thermal
and lighting efficiency. Further, this draft had detailed
planning concepts and outlined information gathering systems
to assist agencies in developing their internal l0~-year plans
and in evaluating their performance against these plans. In
our December 22, 1977, report evalvating the retrofit portion
of the draft plan, we concluded that the plan was g=znerally
very comprehensive and provided agencies with detailed
guidance for developing a retrofit program. However, there
were several areas where we thought the plan should be
improved before it was submitted to the President for final
arproval.

In DOE's response to the report, they stated that "Before .
this draft plan could be formally circulated for comment, it
became outdated by the promulgation of Executive Order 12003
and the proposed National Energy Act (NEA)." 1In further
discussions with program officials and officials from DOE's
General Counsel and Policy and Evaluation staffs, we were
told that the draft plan is no longer under active consider-
ation and that the focus has shifted from the development of
a single comprehensive plan by DOE to the preparation of
guidelines for individual agen~ies to develop their own
plans applicable principally to tederally owned buildings.
Since the guidelines are being prepared on the basis of the
amended executive order and selected provisions of the pro-
posed NEA, DOE is awaiting passage of the NEA before issuing
the guidelines.

We believe that DOE's initial approach to preparing a
l0-year plan and the strategic planning concepts embodied
in the draft plan represented a more effective and practical
management approach for achieving energy conservation in the
Federal Government. Moreover, agency plans prepared pursuant
to the guidelines that DOE is now preparing cannot be consol-
idated into a l0-year plan that meets the requirements of
EPCA because the guidelines do not address all the issues
set forth in the statute. For example, EPCA reguires
that mandatory. lighting and thermal efficiency standards
be included in the l0-year plan. Whereas the draft l10-year
plan recognized the requirement for these standards and
outlined a strategy for their development, the guidelines
do not mention the standards.
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Similarly, although EFCA regquires development and
implementation of a l0-year plan for en.rgy conservation in
buildings owned or leased by the Federal Government, the
guidelines address only federally owned buaildings. 1In
comparison, the draft l0-year plan required that agencies
specify the same environmental conditions in leased buildings
as for Goverrment-owned buildings, and that any leased
building built specifically for Federal occupancy should
meet the energy performance targets applicable to federally
owned buildings.

The guidelines also specifically prohibit agencies from
using energy reductions achievad in leased buildings for
meeting the energy reduction goals that have been established
for Federal buildings. Such a restriction not only fails to
fulfill EPCA requirements, but, we believe, will discourage
agencies from taking effective energy conservation measures
in leased space.

PROGRAM MANAGEMENT AND LEADERSHIP
RESPONSIBILITIES NEED TO BE FULFILLED

We are also concerned about the lack of direction and
overall management effort that DOE is giving to the Yederal
Energy Management Program (FEMP). The Executive Branch
initially established FEMP to manage and control the Federal
Government's energy use and to demonstratc to the Nation
that the U.S. energy problem is of major concern. The
25 most energy-intensive agencies of the executive branch
participate in the program. The responsibility for policy
development, overall program coordination, promotion,
monitoring,and :eporting of FEMP rests with DOE. While
the legislative and executive mandates discussed above
clearly imply strong management and policy direction
with respect to energy conservation in the Federal sector,
DOE has not placed sufficient emphasis on FEMP to support
such a role. The current shift from the development
of a comprehensive l10-year plan to the issuance of limited
guidelines for agencies to formulate their own »lans is
an example of DOE's failure to provide adeguate leadership
and management of Federal energy conservation efforts.

In addition, FEMP's organizational placement and low
funding level appear to weaken its effectiveness. At the
time DOE was ~stablished, FEMP was located in an organiza-
tional entity titled, "Energy Conservation" with broad respon-
sibility for energy conservation efforts in the Federal
Government. DOE's current organizational structure,
however, places FEMP within the "Buildings and Comnunity
Systems Divisio» and, as such, FEMP appears to be concerned
only with energy use in Federal buildings instead of

4
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fulfilling the role of a comprehensive program manager.

With respect to funding, FEMP accounts for only $500,000

of DOE's proposed budget for fiscal year 1979. This
proposed amount is $115,000 less than was budgeted for
fiscal year 1978 and has occurred despite additional program
responsibilities assigned to FEMP through FExecutive Order
11912, as amended.

CONCLUSIONS AND RECOMMENLATIONS

The Congress passed EPCA in December 1975, requiring
the development of a 10-year plan. Executive Order 11912,
as amended, gave DOE responsibility for developing the
pian. In June 1978, 2 1/2 years after passage of EPCA
and over 2 years after it was given responsibility for
developing the plan, DOE still has no document which
can be called "The 10-year Plan." 1In fact, the l0-year
plan appears to have been more a reality in June 1977
than it is today.

Although the original draft plan prepared in June 1977
would have substantially met EPCA requirements, it has been
discarded, and DOE is now trying to place much of the devel-
opmeat burden on other executive agencies. 1In our opinion,
this new approach will result in a plan that will not be
as comprehensive as the original draft plan and will not
fulfill the EPCA requirements. 1In addition, DOE is delaying
the issuance of the guidelines pending passage of the NEA.
When portions of the NEA which affect the guidelines are
passed, the guidelines may still have to be reworked to
conform with the law.

The Federal Government owns and operates over 399,000
buildings. The energy used in these buildings amounts
to about 39 percent of the energy that is used by the Federal
Government. With an energy use of this magnitude, the need
for developing a comprehensive plan to fulfill the building-
related requirements of EPCA becomes clear.

Accordingly, we recommend that you:

-=Focus your Department's efforts to develop a
10-year plan along the original lines, and take
action to promptly fulfill the requirements
set forth in EPCA and Executive Order 11912,
as amended.

--Reevaluate your response to the recommendations
contained in our previous report and incorporaie
these items into the l0-year plan.

5
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—-Evaluate the exis:ing FEMP structure in terms of
its responsibilities and funding level to assure
that the program is able to provide effective
leadership and management of Federal energy con-
servation efforts.

as you know, section 236 of the Legislative Reorganizat:on
Act of 1970 regquires the head of a Federal agency to submit
a written statement on actions taken on our recomme-ndation:
to the Senate Committ2e on Governmental Affairs and the House
Committee on Government Operations nct later than 60 days after
the date of the report and to the House and Senate Committees
on Appropriations with the agency's first reguest for approp~-
riations made more than (0 days after the date of the report.

We are sending copies of this report to the four Committees
mentioned above and to the Chairmen of energy-related congress-

ional committees. We are also sending copies to the Director,
Office of Managenent and Budget.

Sincerely yours,

g

///'/5/;"l <
/ irector

Enclosure - 1



ENCLOSURE I ‘ ENCLOSURE

GAO Evaluation of Comments Made by DOE
On Recommendations Contained In Report No. EMD-78-=2

OUR RECOMMENDATION

Develop a method for evaluating and se.-cting projects
which will account for benefits over a project's expected
life anéd consider the time value of money. An analysis,
such as the one required by Office of Management and Budget
(OMB) Circular 4-94, should be made for each proposazad
project requiring retrofit funds.

DOE comments

In response to Executive Order 12003, DOE is developing
life cycle costing methods for use by agencies in developing
their l0-year building plans. It provides guidance for
estimating and comparing life cycle capital and opa2rating
costs of Federal buildings. It also provides a means for
selecting the most cost- and energy-efficient projects for
funding.

The method under development s consistent with the
guidance contained in OMB Circular A-94.

Our evaluation

While the action being taken by DOE is responsive to the
recommendation, they are apparently ignoring the specific
ragquirement for a l0-year plan required by Section 381 (a)
(2) of the Energy Policy and Conservation Act (EPCA).

QUR RECOMMENDATION

Establish a procedure whereby proposed retrofit projects
of all agencies will be centrally approved by DOE. This
procedure should insure that only those projects generating
the greatest benefits are funded. The DOE Secretary should
also obtain better control of program funds by (1) seeking
legislation which provides that all funds for executive
branch energy conservation projects be appropriated to DOE
or (2) requiring agencies to identify and dedicate within
their budget funds for energy conservation retrofit
projects.
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DOE comments

There is currently no legal authority for the DOE to
centrally fund building retrofit projects. It would apear
from reading Seccion 701, "Conservation Plan Authorization,"
of the proposed National Energy Act (NEA) that the Congress
does not intend that retrofit funds be appropriated to DOE
for redistribution to all other agencies. 1In addition,

OMB will have all the budget infcrmation available from
all agencies to, in effect, serve as the central funding
authority.

OMB is also regquired by E.O. 12003 to consult with DOE on
budget items relating to the energy conservation programs of
agencies. DOE will, ‘herefore, have an opportunity to make
recommendations with respect to building retrofit funding.

Vith respect to the second recommendaticn, the proposed
NEA contains a requirement that each Federal agency shall set
forth and identify in its budget reguest separate line items
for funds requested for energy projects. The cooperation of
OiM2 will be ne=cessary to insure that all Government departments
and agencies use this procedure for budgeting for energy con-
servation projects. This will insure that once a project is
approved and funds appropriated by Congress the funds are non-
transferable and must be used on the approved energy retrofit
project. In addition, the Congress appears to be close to
enacting legislation with regards to energy conservation retro-
fit programs for Federal buildings as part of the NEA. Thus,
a master appropriation to DOE doe not appear to be needed.

Qur evaluation

The DOE comments do not address the initial recommendation
that a procedure be established to centrally approve retrofit
projects. Without such a procedure, the Government has no
assurance that those projects generating the greatest total
benefits will be selected and funded first. While it does
appear that the proposed NEA intends for energy conservation
projects to be funded by line-item budgeting, we believe
some procedures are necessary to centrally review and
approve such projects.

Currently, there is no procedure to set priorities for
project completion on an interagency basis. While OMB gets
all agency budget information and, as a result of Executive
Order 12003, is required to coordinate with DOE on energy
conservation, we do not believe the information currently
available to OMB is adequate for them to establish project
funding priorities among agencies. For example, in G3i's

2
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fiscol year 1978 budget only $782,000 of energy expenditures
were 1dentified for specific projects while the total pro-
posed budget for energy conservation was over $13.4 nillion.
Even for those projects specifically identified, no informztion
was provided on energy savings or economic feasibility. Conse-
quently, these projects could not be compared even within Gsa,
much less compared to projects from other agencies. Even if
agencies were required to subm.t information to OMB for making
decisions on the funding priority of energy conservation
projects, we believe that OMB may not evaluate these data

on an interagency basis. Traditionally, OMB has reviewed
budget submissicns on an individual agency basis instead of
making comparisons across agency lines, especially at this
level of detail.

We believe that DOE's 1l0-year plan for energy conservation
in Federal buildings should, at a minimum, include procedures
for centrally reviewing and approving proposed retrofit projects
for all agencies. Such a procedure is not precluded by current
provisions ¢f the proposed NEA. 1In fact, in its recognition
that the mos: effective projects should be funded first, the
prcposed Act appears to encourage such a centralized review
and approval process.

OUR _RECOMMENDATION

Incluce a section in the 1l0-year plan that requires that
personnel developing bid packages consider energy efficiency
when purchasing or replacing builling equipment. The life
cycle costing techniques could be employed.

DOE comments

Section 3 of Executive Order 11912, April 13, 1976, delegated
to the Administrator of the Office of Federal Procurement Policy
(OFPP) the responsibility contained in Section 381 (a)(l) of
EPCA to provide overall direction of procurement policy.

OFPP Policy Letter No. 76-1, 'Federal Procurement Folicy
Cancerning Energy Conservation," was issued August 6, 1976. This
letter established Federal procurement policy for energy conser-
vation with specific procedural implementations to be promulgated
in the Armed Services Procurement Regulations and the Federal
Procurement Regulations,

The Armed Services Procurement Regulations have been revised
by the Department of Defense, 2nd the General Services Administra-
tion is in the process of revising and publishing the Federal
Procurement Regulations.
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Qur evaltuation

Although DOE may legitimately avoid duplicating or
contradicting policy responsibilities delegated to OFPP,
delegation of section 381 (a)(l) authority to OFPP does not
preclude DOE from including procuremen: procedures in the
l0~year plan. EPCA stipulates that, among other things,
the 10-year plan shall include certain mandatory conservation
standards with plans for replacing or retrofitting to meet
such standards. Since this will necessitate purchasing
new or replacement items, we believe the 1l0-year plan should
include provisions for insuring that the most economical and
energy-efficient items are purchased.

One method of accomplishing this objective is to require
that agencies use life cycle costing when purchasing new or
replacement equipment. In our opinion, including such a
requirement in the 1l0-year plan would not contradict .: dupli-
cate policy issued by OFPP®.

OUR RECOMMENDATION

Include a requirement for agencies to use the retrofit
handbook developed by DOE for performing initial building
surveys. Also, involve DOE regional offices in the retrofit
handbook marketing effort through, for example, demonstrations
at the regional Federal Executive Board meetings.

DOE comments

Over 5,000 copies of the handbook, "Identifying Retrofit
Projects for Buildings,"” were distributed to agencies and
departments fnr their use in performing building surveys.

In a let‘er from the FEA Administrator to the heads of depart-
ments and agencies dated April 22, 1977, the Adrinistrator
requested that agencies further distribute the hai. Yook within
their organization, as appropriate., Copies of the handbook
wer? clso distributed to the then-FEA Regional Offices.

Contrary to the report, DOE has actively promoted the use
of the handbook to other agencies, and has field tested it
with the U.S. Coast Guard and the Department of the Interior.
However, to reqguire that agencies use the DOE handbook exclusively
would be tc ignore the similar publications that other agencies
have developed for their particular needs.

DOE feels that the handbook is a very useful document and
will certainly continue to promote its use, with particular empba-
sis in meeting the retrofit goals of Executive Order 12003 in
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undertaking cost-effective energy surveys tc identify
potential retrofit projects for inclusion in the energy
program.

Qur evaluation

While we agree with DOE that agencies should not be
precluded from using other retrofit handbooks, we believe
they should be encouraged to use the manual prepared by DOE
because of its simple format and detailed procedures for
calculating energy savings. We noted in the report that DOL
appeared to have done an adeguate job of marketing the hand-
book in the Washington area. Based on our review, however,
similar efforts were nut undertaken in DOE regional offices.
Wwhile many copies of the handbook were distributed to agency
headquarters, these did not, in many cases, get to agency
field offices where the building surveys have tc pe conducted.
We believe that DOE should actively market the retrofit
handbook to agency field offices.

OUR RECOMMENDATION

Develop cpecific procedures for agencies to follow to
support the need for an ene:rgy management system (EMS). When
reviewing agency plans, DOE should insure that these procedures
are included. When DOE participates in decisions to fund
these systems, the detailed evaluations should be reviewed to
. insure that all alternatives have been considered and cost
savings associated with energy reductions are clearly identified.

DOE comments

Under the guidelines to be published, EME will be subjected
to the same cost/benefit analysis as any energy conservation
project. We believe that, under the guidelines, agencies will
have to 4o an analysis and justification of energy savings of
EMS's in choosing this as an option.

DOE, in its agency plan review, will take special nacte of
EMS's to determine whether the energy savings identified are
justified.

Our evaluation

As discussed in our report, the problem is not that EMS's
cannot save money. Rather, the problem has resulted from large
projected dollar savings in maintenance, repair, and operations
with relatively small energy savings. While such projects should
possibly be funded, we believe that funds other than those set
aside for energy conservation purposes should be used. Using

5
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only a cost/benefit ratin to set priorities and including all
benefits--maintenance and repair as well as energy--can result
in EMS projects being selected which save considerable money
but little energy. The primary intent of funding an enargy
conservation retrofit project is to save energy. Without a
specific procedure to evaluate EMS projects, this objective
may not be achieved.

OUP RECOMMENDATION

Develop a definition for retrofit projects, to distinguish
them from normal repair and alteration projects.

DOE comments

The guidelines implementing Executive Order 12003 and
relevant portions of the NEA will promulgate a definition of
retrofit projects as one of 2 number of things aiwred at
excluding energy retrofic projects from normal repair and
alteration projects.

Qur evaluation

We believe the intent of Executive Order 12003 and the
proposed NEA is to reinforce, not replace; the statutory
requirem2nt set forth in EPCA. The l0-year plan provides the
overall framework for energy conservation in Federal buildings
and facilities. As such, it should contain a clear, concise
definition of what constitutes an energy conservation retrofit
project.





